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Advertising and public relations. §200.421 Allowable The only allowable advertising costs are those which are solely for: (1) The recruitment of personnel required by the non-Federal 

entity for performance of a Federal award (See also §200.463 Recruiting costs); 

(2) The procurement of goods and services for the performance of a Federal award; 

(3) The disposal of scrap or surplus materials acquired in the performance of a Federal award except when non-Federal entities 

are reimbursed for disposal costs at a predetermined amount; or 

(4) Program outreach and other specific purposes necessary to meet the requirements of the Federal award. The only allowable 

public relations costs are: (1) Costs specifically required by the Federal award; 

(2) Costs of communicating with the public and press pertaining to specific activities or accomplishments which result from 

performance of the Federal award (these costs are considered necessary as part of the outreach effort for the Federal award); 

or 

(3) Costs of conducting general liaison with news media and government public relations officers, to the extent that such 

activities are limited to communication and liaison necessary to keep the public informed on matters of public concern, such as 

notices of  unding opportunities, financial matters, etc. 

Unallowable advertising and public relations costs include the following: (1) All advertising and public relations costs other than as 

specified in paragraphs (b) and (d) of this section; 

(2) Costs of meetings, conventions, convocations, or other events related to other activities of the entity (see also §200.432 

Conferences), including: 

(i) Costs of displays, demonstrations, and exhibits; 

(ii) Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with shows and other special events; and 

(iii) Salaries and wages of employees engaged in setting up and displaying exhibits, making demonstrations, and providing briefings; 

(3) Costs of promotional items and memorabilia, including models, gifts, and souvenirs; 

(4) Costs of advertising and public relations designed solely to promote the non-Federal entity. 

Advisory councils. §200.422 Unallowable Costs incurred by advisory councils or committees are unallowable unless authorized by statute, the Federal awarding agency or as 

an indirect cost where allocable to Federal awards. See §200.444 General costs of government, applicable to states, local 

governments and Indian tribes.
Alcoholic beverages. §200.423 Unallowable Costs of alcoholic beverages are unallowable.

Alumni/ae activities. §200.424 Unallowable Costs incurred by IHEs for, or in support of, alumni/ae activities are unallowable.

Audit services. §200.425 Allowable A reasonably proportionate share of the costs of audits required by, and performed in accordance with, the Single Audit Act 

Amendments of 1996 (31 U.S.C. 7501-7507), as implemented by requirements of this part, are allowable.

However, the following audit costs are unallowable: (1) Any costs when audits required by the Single Audit Act and Subpart F—Audit 

Requirements of this part have not been conducted or have been conducted but not in accordance therewith; and 

(2) Any costs of auditing a non-Federal entity that is exempted from having an audit conducted under the Single Audit Act and Subpart 

F—Audit Requirements of this part because its expenditures under Federal awards are less than $750,000 during the non-Federal 

entity's fiscal year.  See Section §200.425 for additional information.  

Bad debts. §200.426 Unallowable Bad debts (debts which have been determined to be uncollectable), including losses (whether actual or estimated) arising from 

uncollectable accounts and other claims, are unallowable. Related collection costs, and related legal costs, arising from such debts 

after they have been determined to be uncollectable are also unallowable. See also §200.428 Collections of improper payments.

Bonding costs. §200.427 Allowable (a) Bonding costs arise when the Federal awarding agency requires assurance against financial loss to itself or others by reason 

of the act or default of the non-Federal entity. They arise also in instances where the non-Federal entity requires similar 

assurance, including: bonds as bid, performance, payment, advance payment, infringement, and fidelity bonds for employees 

and officials. (b) Costs of bonding required pursuant to the terms and conditions of the Federal award are allowable. 

(c) Costs of bonding required by the non-Federal entity in the general conduct of its operations are allowable as an indirect cost 

to the extent that such bonding is in accordance with sound business practice and the rates and premiums are reasonable under 

the circumstances. 

Collections of improper payments. §200.428 Allowable The costs incurred by a non-Federal entity to recover improper payments are allowable as either direct or indirect costs, as 

appropriate. Amounts collected may be used by the non-Federal entity in accordance with cash management standards set forth 

in §200.305 Payment.
Commencement and convocation costs. §200.429 Unallowable For IHEs, costs incurred for commencements and convocations are unallowable, except as provided for in Appendix III to Part 

200—Indirect (F&A) Costs Identification and Assignment, and Rate Determination for Institutions of Higher Education (IHEs), 

paragraph (B)(9) Student Administration and Services, as student activity costs.
Compensation—personal services. §200.430 Allowable General. Compensation for personal services includes all remuneration, paid currently or accrued, for services of employees 

rendered during the period of performance under the Federal award, including but not necessarily limited to wages and salaries. 

Compensation for personal services may also include fringe benefits which are addressed in §200.431 Compensation—fringe 

benefits. Costs of compensation are allowable to the extent that they satisfy the specific requirements of this part, and that the 

total compensation for individual employees: (1) Is reasonable for the services rendered and conforms to the established written 

policy of the non-Federal entity consistently applied to both Federal and non-Federal activities; 2) Follows an appointment made 

in accordance with a non-Federal entity's laws and/or rules or written policies and meets the requirements of Federal statute, 

where applicable; and (3) Is determined and supported as provided in paragraph (i) of this section, Standards for Documentation 

of Personnel Expenses, when applicable. See §200.430 for additional information.

Unallowable costs. (1) Costs which are unallowable under other sections of these principles must not be allowable under this section 

solely on the basis that they constitute personnel compensation.

Document Overview: This attachment  provides principles to be applied in establishing the allowability of certain items involved in determining cost, in addition to the requirements of Subtitle II. Basic Considerations of this subpart. These principles apply whether or not a particular item of cost is properly treated as direct cost or indirect (F&A) 

cost. Failure to mention a particular item of cost is not intended to imply that it is either allowable or unallowable; rather, determination as to allowability in each case should be based on the treatment provided for similar or related items of cost, and based on the principles described in §§200.402 Composition of costs through 200.411 Adjustment 

of previously negotiated indirect (F&A) cost rates containing unallowable costs. In case of a discrepancy between the provisions of a specific Federal award and the provisions below, the Federal award governs. Criteria outlined in §200.403 Factors affecting allowability of costs must be applied in determining allowability. See also §200.102 

Exceptions.
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Compensation—fringe benefits. §200.431 Allowable Fringe benefits are allowances and services provided by employers to their employees as compensation in addition to regular 

salaries and wages. Fringe benefits include, but are not limited to, the costs of leave (vacation, family-related, sick or military), 

employee insurance, pensions, and unemployment benefit plans. Except as provided elsewhere in these principles, the costs of 

fringe benefits are allowable provided that the benefits are reasonable and are required by law, non-Federal entity-employee 

agreement, or an established policy of the non-Federal entity. See §200.431 for additional information.

Leave. The cost of fringe benefits in the form of regular compensation paid to employees during periods of authorized absences from 

the job, such as for annual leave, family-related leave, sick leave, holidays, court leave, military leave, administrative leave, and other 

similar benefits, are allowable if all of the following criteria are met: (1) They are provided under established written leave policies; (2) 

The costs are equitably allocated to all related activities, including Federal awards; and, (3) The accounting basis (cash or accrual) 

selected for costing each type of leave is consistently followed by the non-Federal entity or specified grouping of employees.

Conferences. §200.432 Allowable A conference is defined as a meeting, retreat, seminar, symposium, workshop or event whose primary purpose is the 

dissemination of technical information beyond the non-Federal entity and is necessary and reasonable for successful 

performance under the Federal award. Allowable conference costs paid by the non-Federal entity as a sponsor or host of the 

conference may include rental of facilities, speakers' fees, costs of meals and refreshments, local transportation, and other 

items incidental to such conferences unless further restricted by the terms and conditions of the Federal award. As needed, the 

costs of identifying, but not providing, locally available dependent-care resources are allowable. Conference hosts/sponsors 

must exercise discretion and judgment in ensuring that conference costs are appropriate, necessary and managed in a manner 

that minimizes costs to the Federal award. The Federal awarding agency may authorize exceptions where appropriate for 

programs including Indian tribes, children, and the elderly. See also §§200.438 Entertainment costs, 200.456 Participant support 

costs, 200.474 Travel costs, and 200.475 Trustees.

Contingency provisions. §200.433 Allowable (a) Contingency is that part of a budget estimate of future costs (typically of large construction projects, IT systems, or other 

items as approved by the Federal awarding agency) which is associated with possible events or conditions arising from causes 

the precise outcome of which is indeterminable at the time of estimate, and that experience shows will likely result, in aggregate, 

in additional costs for the approved activity or project. Amounts for major project scope changes, unforeseen risks, or 

extraordinary events may not be included. b) It is permissible for contingency amounts other than those excluded in paragraph 

(a) of this section to be explicitly included in budget estimates, to the extent they are necessary to improve the precision of those 

estimates. Amounts must be estimated using broadly-accepted cost estimating methodologies, specified in the budget 

documentation of the Federal award, and accepted by the Federal awarding agency. As such, contingency amounts are to be 

included in the Federal award. In order for actual costs incurred to be allowable, they must comply with the cost principles and 

other requirements in this part (see also §§200.300 Statutory and national policy requirements through 200.309 Period of 

performance of Subpart D of this part and 200.403 Factors affecting allowability of costs); be necessary and reasonable for 

proper and efficient accomplishment of project or program objectives, and be verifiable from the non-Federal entity's records. (c) 

Payments made by the Federal awarding agency to the non-Federal entity's “contingency reserve” or any similar payment made 

for events the occurrence of which cannot be foretold with certainty as to the time or intensity, or with an assurance of their 

happening, are unallowable, except as noted in §§200.431 Compensation—fringe benefits regarding self-insurance, pensions, 

severance and post-retirement health costs and 200.447 Insurance and indemnification.

Contributions and donations. §200.434 Unallowable (a) Costs of contributions and donations, including cash, property, and services, from the non-Federal entity to other entities, are 

unallowable.

Defense and prosecution of criminal and 

civil proceedings, claims, appeals and 

patent infringements.

§200.435 Unallowable

Depreciation. §200.436 Allowable The allocation for depreciation must be made in accordance with Appendices III through IX.

Employee health and welfare costs. §200.437 Allowable Costs incurred in accordance with the non-Federal entity's documented policies for the improvement of working conditions, 

employer-employee relations, employee health, and employee performance are allowable. (b) Such costs will be equitably 

apportioned to all activities of the non-Federal entity. Income generated from any of these activities will be credited to the cost 

thereof unless such income has been irrevocably sent to employee welfare organizations. (c) Losses resulting from operating 

food services are allowable only if the non-Federal entity's objective is to operate such services on a break-even basis. Losses 

sustained because of operating objectives other than the above are allowable only: (1) Where the non-Federal entity can 

demonstrate unusual circumstances; and (2) With the approval of the cognizant agency for indirect costs.

Entertainment costs. §200.438 Unallowable Costs of entertainment, including amusement, diversion, and social activities and any associated costs are unallowable, except where 

specific costs that might otherwise be considered entertainment have a programmatic purpose and are authorized either in the 

approved budget for the Federal award or with prior written approval of the Federal awarding agency.

Equipment and other capital expenditures. §200.439 Allowable See §§200.13 Capital expenditures, 200.33 Equipment, 200.89 Special purpose equipment, 200.48 General purpose equipment, 

200.2 Acquisition cost, and 200.12 Capital assets.
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Exchange rates. §200.440 Allowable (a) Cost increases for fluctuations in exchange rates are allowable costs subject to the availability of funding. Prior approval of 

exchange rate fluctuations is required only when the change results in the need for additional Federal funding, or the increased 

costs result in the need to significantly reduce the scope of the project. The Federal awarding agency must however ensure that 

adequate funds are available to cover currency fluctuations in order to avoid a violation of the Anti-Deficiency Act. (b) The non-

Federal entity is required to make reviews of local currency gains to determine the need for additional federal funding before the 

expiration date of the Federal award. Subsequent adjustments for currency increases may be allowable only when the non-

Federal entity provides the Federal awarding agency with adequate source documentation from a commonly used source in 

effect at the time the expense was made, and to the extent that sufficient Federal funds are available. 

Fines, penalties, damages and other 

settlements.

§200.441 Unallowable Costs resulting from non-Federal entity violations of, alleged violations of, or failure to comply with, Federal, state, tribal, local or 

foreign laws and regulations are unallowable, except when incurred as a result of compliance with specific provisions of the Federal 

award, or with prior written approval of the Federal awarding agency. See also §200.435 Defense and prosecution of criminal and civil 

proceedings, claims, appeals and patent infringements.

Fund raising and investment management 

costs.

§200.442 Unallowable

Gains and losses on disposition of 

depreciable assets.

§200.443 Allowable (a) Gains and losses on the sale, retirement, or other disposition of depreciable property must be included in the year in which 

they occur as credits or charges to the asset cost grouping(s) in which the property was included. The amount of the gain or loss 

to be included as a credit or charge to the appropriate asset cost grouping(s) is the difference between the amount realized on 

the property and the undepreciated basis of the property.

General costs of government. §200.444 Unallowable (a) For states, local governments, and Indian Tribes, the general costs of government are unallowable (except as provided in 

§200.474 Travel costs).

Goods or services for personal use. §200.445 Unallowable Costs of goods or services for personal use of the non-Federal entity's employees are unallowable regardless of whether the 

cost is reported as taxable income to the employees.

Idle facilities and idle capacity. §200.446 Unallowable

Insurance and indemnification. §200.447 Allowable (a) Costs of insurance required or approved and maintained, pursuant to the Federal award, are allowable. Actual losses which could have been covered by permissible insurance (through a self-insurance program or otherwise) are 

unallowable, unless expressly provided for in the Federal award. However, costs incurred because of losses not covered under 

nominal deductible insurance coverage provided in keeping with sound management practice, and minor losses not covered by 

insurance, such as spoilage, breakage, and disappearance of small hand tools, which occur in the ordinary course of operations, are 

allowable. 4) Costs of insurance on the lives of trustees, officers, or other employees holding positions of similar responsibilities are 

allowable only to the extent that the insurance represents additional compensation (see §200.431 Compensation—fringe benefits). 

The cost of such insurance when the non-Federal entity is identified as the beneficiary is unallowable. (5) Insurance against defects. 

Costs of insurance with respect to any costs incurred to correct defects in the non-Federal entity's materials or workmanship are 

unallowable (c) Actual losses which could have been covered by permissible insurance (through a self-insurance program or 

otherwise) are unallowable, unless expressly provided for in the Federal award. However, costs incurred because of losses not 

covered under nominal deductible insurance coverage provided in keeping with sound management practice, and minor losses not 

covered by insurance, such as spoilage, breakage, and disappearance of small hand tools, which occur in the ordinary course of 

operations, are allowable.

Intellectual property. §200.448 Allowable a) Patent costs. (1) The following costs related to securing patents and copyrights are allowable: (i) Costs of preparing 

disclosures, reports, and other documents required by the Federal award, and of searching the art to the extent necessary to 

make such disclosures; 

(ii) Costs of preparing documents and any other patent costs in connection with the filing and prosecution of a United States 

patent application where title or royalty-free license is required by the Federal Government to be conveyed to the Federal 

Government; and (iii) General counseling services relating to patent and copyright matters, such as advice on patent and 

copyright laws, regulations, clauses, and employee intellectual property agreements (See also §200.459 Professional service 

costs). 

(2) The following costs related to securing patents and copyrights are unallowable:  See section §200.448 for additional information.

Interest. §200.449 Unallowable (2) For non-Federal entity fiscal years beginning on or after January 1, 2016, intangible assets include patents and computer software. 

For software development projects, only interest attributable to the portion of the project costs capitalized in accordance with GAAP is 

allowable. Please see §200.449 for additional information.

Lobbying. §200.450 Unallowable

Losses on other awards or contracts. §200.451 Unallowable
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Maintenance and repair costs. §200.452 Allowable Costs incurred for utilities, insurance, security, necessary maintenance, janitorial services, repair, or upkeep of buildings and 

equipment (including Federal property unless otherwise provided for) which neither add to the permanent value of the property 

nor appreciably prolong its intended life, but keep it in an efficient operating condition, are allowable. Costs incurred for 

improvements which add to the permanent value of the buildings and equipment or appreciably prolong their intended life must 

be treated as capital expenditures (see §200.439 Equipment and other capital expenditures). These costs are only allowable to 

the extent not paid through rental or other agreements.

Materials and supplies costs, including 

costs of computing devices.

§200.453 Allowable

Memberships, subscriptions, and 

professional activity costs.

§200.454 Allowable Costs of membership in any country club or social or dining club or organization are unallowable. Costs of membership in 

organizations whose primary purpose is lobbying are unallowable. See also §200.450 Lobbying.

Organization costs. §200.455 Unallowable Costs such as incorporation fees, brokers' fees, fees to promoters, organizers or management consultants, attorneys, accountants, 

or investment counselor, whether or not employees of the non-Federal entity in connection with establishment or reorganization of an 

organization, are unallowable except with prior approval of the Federal awarding agency.

Participant support costs. §200.456 Allowable Participant support costs as defined in §200.75 Participant support costs are allowable with the prior approval of the Federal 

awarding agency.

Plant and security costs. §200.457 Allowable Necessary and reasonable expenses incurred for protection and security of facilities, personnel, and work products are 

allowable. Such costs include, but are not limited to, wages and uniforms of personnel engaged in security activities; equipment; 

barriers; protective (non-military) gear, devices, and equipment; contractual security services; and consultants. Capital 

expenditures for plant security purposes are subject to §200.439 Equipment and other capital expenditures.

Pre-award costs. §200.458 Allowable Pre-award costs are those incurred prior to the effective date of the Federal award directly pursuant to the negotiation and in 

anticipation of the Federal award where such costs are necessary for efficient and timely performance of the scope of work. 

Such costs are allowable only to the extent that they would have been allowable if incurred after the date of the Federal award 

and only with the written approval of the Federal awarding agency.

Professional service costs. §200.459 Allowable Costs of professional and consultant services rendered by persons who are members of a particular profession or possess a 

special skill, and who are not officers or employees of the non-Federal entity, are allowable, subject to paragraphs (b) and (c) 

when reasonable in relation to the services rendered and when not contingent upon recovery of the costs from the Federal 

Government. In addition, legal and related services are limited under §200.435 Defense and prosecution of criminal and civil 

proceedings, claims, appeals and patent infringements.

Proposal costs. §200.460 Allowable Proposal costs are the costs of preparing bids, proposals, or applications on potential Federal and non-Federal awards or 

projects, including the development of data necessary to support the non-Federal entity's bids or proposals. Proposal costs of 

the current accounting period of both successful and unsuccessful bids and proposals normally should be treated as indirect 

(F&A) costs and allocated currently to all activities of the non-Federal entity. No proposal costs of past accounting periods will be 

allocable to the current period.

Publication and printing costs. §200.461 Allowable Publication costs for electronic and print media, including distribution, promotion, and general handling are allowable. If these 

costs are not identifiable with a particular cost objective, they should be allocated as indirect costs to all benefiting activities of 

the non-Federal entity.

Rearrangement and reconversion costs. §200.462 Allowable Costs incurred for ordinary and normal rearrangement and alteration of facilities are allowable as indirect costs. Special 

arrangements and alterations costs incurred specifically for a Federal award are allowable as a direct cost with the prior 

approval of the Federal awarding agency or pass-through entity.
Recruiting costs. §200.463 Allowable Special emoluments, fringe benefits, and salary allowances incurred to attract professional personnel that do not meet the test of 

reasonableness or do not conform with the established practices of the non-Federal entity, are unallowable.

Relocation costs of employees. §200.464 Allowable Relocation costs are costs incident to the permanent change of duty assignment (for an indefinite period or for a stated period of 

not less than 12 months) of an existing employee or upon recruitment of a new employee. Relocation costs are allowable, 

subject to the limitations described in paragraphs (b), (c), and (d) of this section, provided that:

The following costs related to relocation are unallowable: (1) Fees and other costs associated with acquiring a new home. 

(2) A loss on the sale of a former home. 

(3) Continuing mortgage principal and interest payments on a home being sold. 

(4) Income taxes paid by an employee related to reimbursed relocation costs. 
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Rental costs of real property and 

equipment.

§200.465 Allowable Rental costs are allowable to the extent that the rates are reasonable in light of such factors as: rental costs of comparable 

property, if any; market conditions in the area; alternatives available; and the type, life expectancy, condition, and value of the 

property leased. Rental arrangements should be reviewed periodically to determine if circumstances have changed and other 

options are available.

Rental costs under leases which are required to be treated as capital leases under GAAP are allowable only up to the amount (as 

explained in paragraph (b) of this section) that would be allowed had the non-Federal entity purchased the property on the date the 

lease agreement was executed. The provisions of GAAP must be used to determine whether a lease is a capital lease. Interest costs 

related to capital leases are allowable to the extent they meet the criteria in §200.449 Interest. Unallowable costs include amounts 

paid for profit, management fees, and taxes that would not have been incurred had the non-Federal entity purchased the property The 

rental of any property owned by any individuals or entities affiliated with the non-Federal entity, to include commercial or residential 

real estate, for purposes such as the home office workspace is unallowable.

Scholarships and student aid costs. §200.466 Allowable Costs of scholarships, fellowships, and other programs of student aid at IHEs are allowable only when the purpose of the 

Federal award is to provide training to selected participants and the charge is approved by the Federal awarding agency. 

However, tuition remission and other forms of compensation paid as, or in lieu of, wages to students performing necessary work 

are allowable provided that: 1) The individual is conducting activities necessary to the Federal award; 

(2) Tuition remission and other support are provided in accordance with established policy of the IHE and consistently provided 

in a like manner to students in return for similar activities conducted under Federal awards as well as other activities; and 

(3) During the academic period, the student is enrolled in an advanced degree program at a non-Federal entity or affiliated 

institution and the activities of the student in relation to the Federal award are related to the degree program; 

(4) The tuition or other payments are reasonable compensation for the work performed and are conditioned explicitly upon the 

performance of necessary work; and 

(5) It is the IHE's practice to similarly compensate students under Federal awards as well as other activities. 

(b) Charges for tuition remission and other forms of compensation paid to students as, or in lieu of, salaries and wages must be 

subject to the reporting requirements in §200.430 Compensation—personal services, and must be treated as direct or indirect 

cost in  accordance with the actual work being performed. Tuition remission may be charged on an average rate basis. See also 

§200.431 Compensation—fringe benefits.

Selling and marketing costs. §200.467 Unallowable Costs of selling and marketing any products or services of the non-Federal entity (unless allowed under §200.421 Advertising and 

public relations.) are unallowable, except as direct costs, with prior approval by the Federal awarding agency when necessary for the 

performance of the Federal award.

Specialized service facilities. §200.468 Allowable The costs of services provided by highly complex or specialized facilities operated by the non-Federal entity, such as computing 

facilities, wind tunnels, and reactors are allowable, provided the charges for the services meet the conditions of either 

paragraphs (b) or (c) of this section, and, in addition, take into account any items of income or Federal financing that qualify as 

applicable credits under §200.406 Applicable credits.

Student activity costs. §200.469 Unallowable Costs incurred for intramural activities, student publications, student clubs, and other student activities, are unallowable, unless 

specifically provided for in the Federal award.

Taxes (including Value Added Tax). §200.470 Allowable This provision does not restrict the authority of the Federal awarding agency to identify taxes where Federal participation is 

inappropriate. Where the identification of the amount of unallowable taxes would require an inordinate amount of effort, the cognizant 

agency for indirect costs may accept a reasonable approximation thereof. (b) For nonprofit organizations and IHEs:

Termination costs. §200.471 Allowable The cost of items reasonably usable on the governmental unit's other work shall not be allowable unless the governmental unit 

submits evidence that it would not retain such items at cost without sustaining a loss. In deciding whether such items are reasonably 

usable on other work of the governmental unit, the awarding agency should consider the governmental unit's plans and orders for 

current and scheduled activity.

Training and education costs. §200.472 Allowable The cost of training and education provided for employee development is allowable.

Transportation costs. §200.473 Allowable See § 200.473 for specifics.

Travel costs. §200.474 Allowable See § 200.474 for specifics.

Trustees. §200.475 Allowable Travel and subsistence costs of trustees (or directors) at IHEs and nonprofit organizations are allowable. See also §200.474 

Travel costs.
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